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Abstract
Objectives
To address the challenges posed by their remote locations, policymakers encourage SMEs in rural areas to co-operate with each other, including by jointly producing and marketing goods under a local or regional brand name. Producer co-operatives are relatively common in agricultural and natural resource sectors, however they are a challenging organisational form to manage. The objectives of this study are to (i) explore the inter-firm ties that exist within rural co-operatives (ii) examine the forms of knowledge that are created and shared between the members (iii) analyse the implications of these knowledge flows for market orientation.
Prior Work
Co-operatives allow members to pool resources and achieve critical mass, but due to distinct ownership and control features, market orientation can be difficult to achieve. The ways in which co-operatives produce, share and use different forms of knowledge may be crucial, as market orientation requires the generation of, and action upon, different types of intelligence. Such knowledge flows may be particularly important to co-operatives in rural locations, where there may be few weak ties to the market, and over-embeddedness is a risk. To date however, empirical studies of co-operatives have overlooked the role of knowledge, hence the current research addresses this gap.
Approach
Case studies are conducted of four producer co-operatives, all located in rural areas in Scotland and each of which produces and markets a good under a single regional brand name. In each case, semi-structured interviews are conducted with board directors, members and external stakeholders, supplemented by secondary data.
Results
Members’ experiences of being involved in a co-operative are reported, along with managers’ preoccupations in handling the inter-firm relations. Initial results indicate that three forms of knowledge are salient to market orientation (related to production, marketing and co-operation itself). Analysis examines how these forms are produced and shared in the case study co-operatives. 
Implications
The research offers practical implications for managers of co-operatives seeking to develop more market orientation, as well as for policy bodies wishing to support them.
Value
The research contributes to understanding of how small firms in rural areas may collaborate more effectively, as well as offering new insights into a hitherto overlooked aspect of producer co-operatives. 
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Introduction
Rural areas are characterised by several features that are challenging to entrepreneurship, such as low rates of population in/out-migration, physical distance to end markets and small critical masses of firms. At the same time, many rural communities are located in areas rich in marketable images, which offer a platform for enterprises situated there to develop added value. In recent years, policies aimed at enhancing the competitiveness of rural areas have emphasised entrepreneurial network building and encouragement of market-facing collaboration between small firms, the logic being that by working collectively, such firms may be able to increase their market orientation (MO), harnessing better the tangible and symbolic values inherent in their locations, and embedding these in their goods and services. Co-operatives represent perhaps the most formalised type of this vision of small firm collaboration (Varamaki and Vesalainen, 2003), and in fact have a long history in agricultural and natural resource sectors. However they are also recognised to be a challenging organisational form to manage, particularly in terms of MO (Beverland and Lindgreen, 2007), as the strong social ties which facilitate horizontal relations between co-operative members may militate against vertical relations and customer orientation (Ring et al, 2009). Although the performance outcomes of agricultural co-operatives are fairly well researched, studies have tended to adopt quantitative approaches to explain performance. Taking as our starting point the perspective that all economic exchanges are embedded in a social context (Granovetter, 1985), which shapes how actors within a network learn (Granovetter, 1973; Häkansson and Ford, 2002), we propose that to understand how rural co-operatives may harness the value of place, we should investigate the form and dynamics of social relations between co-op members, and the knowledge flows developed between them.  Drawing directly from members’ and managers’ experiences of rural co-operatives, the objectives of this study are, therefore, (i) to identify how members and managers relate to one another and the nature of the ties exhibited between them, (ii) to explore the types of knowledge that exist within rural co-operatives, and how these are generated and shared, and (iii) to reflect on the extent to which the strategic orientation of co-operatives may be explained by the nature of inter-firm ties and knowledge types and flows.

The paper is structured as follows. First, we review the literature on market orientation and co-operation in a rural context. Next, we describe the methodology followed for the empirical study, along with a brief background to the case study conducted. Thereafter, we report and discuss the preliminary results from this case study. Throughout the paper, the key question we address is: ‘how well do inter-firm ties and knowledge flows explain the strategic orientation of rural co-operatives?’ Our investigation takes agricultural producer co-operatives as the unit of analysis. These groups represent a particular type of co-operative enterprise, with characteristics that distinguish them from other co-operative forms, for example, social or community enterprises constituted on a co-operative basis (as discussed by Somerville and McElwee, 2011). The next section reviews the specific characteristics of producer co-operatives, and discusses the implications for MO.

Rural Co-operatives and Market Orientation
MO has long been recognised as a valuable strategic orientation for business networks and systems. Under MO, firms identify sources of superior value to customers, and then mobilise their resources to deliver these values in a sustained way. Although the literature is divided on whether, in practice, MO involves discrete processes of knowledge generation, sharing and reaction (Jaworski and Kohli, 1993) or a deeper organisational culture (Narver and Slater, 1990), the underlying logic is the same: by identifying and delivering sustained superior value, captured in protectable brand identities (Beverland, 2007), firms gain increased revenues from customers’ willingness to pay premium prices, and lowered costs through positive word of mouth and improved customer retention. In a rural or agricultural context, the policy vision of small firm collaboration draws from this logic, inviting collaborators to identify physical and symbolic resources that resonate with consumers and contribute meaningfully to quality (e.g. specific landscapes, microclimates, naturally occurring flora and fauna, historic figures, events or myths), and then supporting them to harness the added values through collective delivery of appropriately branded goods and services.

Although the logic of MO is compelling, in practice firms of all forms and scales often struggle to adopt it. However, producer co-operatives based in agriculture and natural resources can find MO particularly challenging. First, from an historical perspective, most agricultural co-operatives were founded on a production orientation logic, being designed to maximise the efficient supply of unbranded commodities, and redress power imbalances against larger supply chain intermediaries (Beverland, 2007). To adopt MO therefore, agricultural co-operatives typically need to ‘unlearn’ a host of norms and assumptions about effective strategy and operations, as well as develop new skills, systems and procedures: all of which is painful and time-consuming (Beverland and Lindgreen, 2007).  Second, there are specific aspects of the constitutional and financial arrangements of producer co-operatives that make such strategic change particularly challenging. Agricultural co-operatives are businesses democratically owned and governed by their farmer members, whose primary (often sole) interest in the co-operative is to trade with it as a guaranteed sales outlet for their produce, and/or source of input supplies. Strategic decision-making is commonly delegated to a professional management team, appointed by a Board of Directors (BoD) drawn from the membership (Chaddad and Iliopoulos, 2013). To join, members pay a nominal fee which is redeemable at par value on exiting (Nilsson, 2001), in place of purchasing tradeable, appreciable shares (of which there are none in the co-operative model). These arrangements raise several questions for MO. First, with co-operatives representing guaranteed sales outlets, members easily resort to a myopic preoccupation with the immediate terms of trade set by the management, rather than developing a value-adding perspective for the whole co-operative, based on the needs of end customers. Second, as co-operative BoDs are often drawn entirely from the farmer membership body, they can lack the skills and experience necessary to make effective managerial appointments, or assessments of on-going performance (Nilsson, 2001). These problems are exacerbated by BoDs’ lack of recourse to conventional market-based metrics such as share prices to assist their appraisals. In such circumstances, BoDs tend to assess managers according to how well the short-term interests of members are being served, e.g. through spot prices, rather than the performance of the whole business in terms of market conditions (Nilsson, 2001). Finally, a range of problems stem from the financial arrangements of the traditional co-operative model. For example, as members’ investment extends only to the nominal joining fee, many co-operatives are underfunded and struggle to pursue capital-intensive MO initiatives such as acquisition of packing or processing facilities (Staatz, 1987; Valentinov, 2007). Furthermore, as members do not hold shares in the business with a value pegged to market performance, the incentive for members to innovate or improve for MO is weak (Staatz, 1987), and any rewards from individual endeavour such as product quality enhancements, are not returned proportionately to the members who initiate them (Beverland, 2007). Overall therefore, it can be hard for co-operatives to create an organisational climate conducive to MO initiative, both in managerial and financial terms. Moreover, in co-operatives exhibiting high membership heterogeneity, these problems can be heightened, as firms of different sizes, or growth rates can struggle more to achieve common cause on strategic orientation.

Whilst these problematic features are well recognised within the co-operatives literature, a different set of rural collaboration issues is raised by scholars in the fields of entrepreneurship and small firm networks. In this work, a key argument is that rural areas typically exhibit a high density of social networks (Atterton, 2007) and bonding capital (Ring et al, 2009) such that (after Granovettor, 1973), the ties between actors are pervasively strong in nature (i.e. intimate, reciprocal and linked to others already familiar in the community), rather than weak (i.e. arm’s length, one-off, and linked to others unfamiliar to the community). On the one hand, such richness of close relations may be advantageous to small firm collaboration, in the same way it may represent a good ‘soft platform’ for the development of business initiatives and entrepreneurial action more generally (Jack and Anderson 2002; Jack, 2005; Ring et al, 2009). Abundant strong ties may help individuals learn and share more easily (Lawson and Lorenz, 1999; Johannisson et al, 2002), speeding up decision-making and allowing more agile response to market conditions (Beverland, 2007). Also, in family farming communities, strong social ties may foster clan-like social control, which encourages individuals to align their practices (Nilsson, 2001; Valentinov, 2007). On the other hand, authors point out numerous business development challenges faced by communities exhibiting an abundance of strong ties. Following Uzzi (1997), in such ‘overly-embedded’ areas, actors may develop an insular reliance upon their strong-tie counterparts, to the exclusion of outside actors possessing strategically important expertise or information. Consequently, novel information flows dry up, ideas stagnate and inertia sets in (Hakansson and Ford, 2002). Overly-embedded communities can also be at greater risk of feuds and over-support of weak members (Jones et al, 1997), due to actors being locked into inherited mindsets, and/or having overly developed senses of social obligation (Atterton, 2007). The short-sightedness of strategic vision and cultural insularity implied in such communities are clearly antithetical to MO, therefore they raise questions about how collaborations in close-knit rural communities, in particular, may adopt MO.

Empirically, the operational challenges of agricultural co-operatives have been well researched, but the preferred approaches have tended towards quantitative modelling of objective antecedents and their impacts on performance. Although useful, this work gives little insight into the social nature and dynamics of inter-firm relationships in co-operatives. As Granovetter (1985) argues - and the preceding review illustrates - all economic exchanges are embedded in frameworks of social relations, therefore to develop a richer understanding of how rural co-operatives operate, we should explore their social and relational dimensions, in a deeper, interpretative way. This is particularly so for a study of how co-operatives harness the value of place via MO, as MO in this context implies actors who may not have worked together before, somehow achieving common cause and shared vision, consenting over members’ responsibilities and rewards, and agreeing over potentially significant resource allocation. As all these stem from complex and subtle interactions, the first objective of this study is to explore the nature of social relations and ties in rural co-operatives. Alongside this, the forms and flows of knowledge acquired, shared and used by actors also play a key part in explaining how rural co-operatives work. Indeed, as the preceding review also illustrates, social relations, knowledge flows and economic outcomes are strongly interdependent (Häkansson and Ford, 2002). Knowledge flows are particularly pertinent to the current study because to harness the value of place through MO, co-operatives need to generate potentially many new areas of knowledge, from how to gather market intelligence and translate this into quality goods, to how to develop downstream relationships, to tackling the challenges of working in a co-operative model. Intriguingly, all these learning imperatives are demanded of rural collaborators in ‘strong ties’ contexts which are at best ambiguous in terms of facilitating knowledge flows. Hence this study’s second objective is to explore the different types of knowledge exhibited in rural co-operatives and the processes by which they generate, share and use them. By revealing insights into how rural co-operatives’ members and managers inter-relate, and how they learn different types of knowledge, the study’s third aim is to then contemplate the extent to which these explain how the co-operatives appear to work, and the extent to which they are successfully harnessing the value of place through MO.

Methods
As befits the exploratory and interpretive orientation of the objectives, the research adopts a case study methodology, specifically analysis of four rural co-operatives, each of which has developed an identity which draws from the location of its membership.  At the time of writing, data collection and initial analysis have been completed for the first of these cases: this comprises the evidence base for the remainder of the paper. We therefore emphasise the preliminary nature of the findings reported here, and urge caution in their interpretation. In terms of the data collection itself, interviews were conducted with ten informants, namely the current and past chairmen, the managing director (MD), six members, a non-executive Board member and the head of a relevant trade association body. In this way, we captured informants both ‘inside’ and ‘outside’ the co-operative (Johanson and Vahlne, 2011). Interviews lasted 60-120 minutes, and were conducted face to face in interviewees’ own homes or places of work, following a semi-structured discussion guide. All interviews were recorded. Analysis to date has involved re-reading fieldnotes and listening to all recordings, in order to formulate initial propositions under themes corresponding to our research objectives.  A follow-up meeting conducted with the non-executive Board member explored the veracity of these propositions. Below we give a short overview of the case itself, before presenting the key findings and conclusions from this initial analysis.

Case Study Overview: CC1
Case Co-operative 1 (CC1) is a shellfish co-operative founded in the early 1990s by a small group of mussel and oyster growers based in the region of Argyll, west coast Scotland. In the early 2000s, in order to increase volumes and extend seasonality, the group invited growers on Shetland to join, bringing membership up to its current total of 20. CC1 is an example of a corporate co-operative form, unique to northern Europe (Chaddad and Iliopoulos, 2013). In this model, decision-making responsibility resides with a BoD elected from the membership body, with non-members also permitted to sit in an advisory capacity. Operations are delegated to a management team, appointed by the BoD. Beyond this, a striking characteristic of CC1 is its significant investment in downstream vertical integration: it owns and operates a plant in central Scotland which processes and packs the members’ shellfish, under Scottish branding, before distributing the products to all but one of the UK’s major food multiples. Over the years, the plant has attracted interest from outside investors, although to date the membership has rejected each buy-out offer. In terms of production, all CC1 mussels are rope-grown: microscopic spat released naturally in seawater by mature mussels attach themselves to ropes placed by the growers in appropriate sites, and are reared to maturity over three years. Husbandry involves protecting the stock from predation and maintaining a sheltered, healthy site. By being rope grown in west coast lochs and Shetland voes, CC1 mussels command a premium: they are typically large, contain no grit and have high environmental quality, all maintained through testing regimes at the plant. Overall, the growing, processing and marketing practices of CC1 capture well the symbolic and physical values inherent in the growers’ locations. In the context of this research, CC1 therefore represents an excellent example of the kind of MO collaboration that policymakers seek to encourage. Our purpose in examining this case is to explore how the inter-firm relations and knowledge flows in this co-operative may explain its strategic orientation, notwithstanding its membership’s location in some of the remotest areas in the country. 

Results
How Members and Management Relate to Each Other
In the agricultural co-operatives literature, the structural and financial arrangements of the co-operative model raise numerous managerial challenges, particularly where members are heterogenous in profile or ambition. Given the strong degree of MO exhibited in CC1, we sought to examine the extent to which CC1 members felt a sense of common cause between themselves and also with the management, as such homogeneity could reasonably contribute to the strategic orientation achieved. Hence, in our early questioning, we explored how interviewees felt members related to each other and the co-operative as a whole, and the extent to which members and management shared a common interest and ambition.

In practice, all the ‘insider’ interviewees conveyed a sense of identification with the co-operative, and expressed more advantages to membership than disadvantages. In terms of social ties, they painted a picture of much informal interaction, and on a day to day basis, relations between members were characterised as cordial (“Everybody knows everybody…I suppose we’ve always had informal links, and since we joined the group we’ve had a fair bit more contact with the guys on the west coast as well” Interviewee 2). At the same time, interviewees identified differences within the membership on two main grounds. First, a distinction was made between members based on the west coast and those based on Shetland. Importantly, this division represented more than a simple geographical shorthand. It included, for example, recognition of differences in the regulatory and funding environments in the two regions (Shetland being regarded as more supportive to site development), identification of a distinctive practical, ‘problem-solving’ culture amongst the Shetlanders, and a historical evolution dimension which recognised the fact that although the co-operative had been founded by west coast producers, the centre of gravity in terms of production volumes has now shifted to the Shetland members, some of whom have pursued high growth strategies over the last 5-10 years. For some interviewees, these characteristics were associated with differences in commercial outlook and ambitions between the west coast and Shetland members. The second way interviewees distinguished themselves was on the basis of member size. In CC1, the largest grower’s annual harvest is approximately five times the tonnage of the smallest one, an arguably significant disparity in a co-operative of only 20 members. In the interviews, a sense of wariness towards the largest members was conveyed, particularly on the part of the smaller growers, centred on concerns about the co-operative being over-reliant on a small set of members to fulfil its orders, and the consequences of this situation for the balance of power when taking important strategic decisions. Therefore, although all the interviewees in CC1 expressed identification with the co-operative and broad approval of the business strategy pursued to date, the points of difference that did emerge lead us to infer that the individual interests and ambitions of members are not always in alignment. In practice, sensitivity to these issues was demonstrated through further testimonies (“I think that keeping people together… you have to work at it, it doesn’t just happen. I think you have to continually.. almost think of issues to keep everybody focused to have a common purpose” Interviewee 8), and also through managerial actions. For example, different member types (in terms of scale and growth orientation), are represented on the current BoD, and within the last year, the BoD drawn up and agreed a voting formula equitable to different types of member.  Through such actions, a greater sense of common cause may be encouraged which would not otherwise emerge spontaneously. 

In terms of the member-management relationships, interviewees conveyed a strong sense that members respect and value what the MD and his team has achieved. In part this is through members’ ability to compare the present team’s performance with past incumbents, and therefore recognise the quality difference in terms of product innovations and supply contracts secured, as well as sales generated. However it is also results from actions taken by the BoD in the wake of the last buy-out attempt by an investor, where a thorough financial appraisal of the co-operative was undertaken with the assistance of a non-executive Director with substantial corporate experience. This process quantified the value of the management team to the co-operative overall, and in so doing, allowed members to appreciate for the first time what the team contributes in monetary terms. Notwithstanding this appreciation, interviewees’ testimonies about day-to-day operations indicated tensions relating to the structure of the co-operative, as discussed in the literature. These included divisions between the preoccupations of members and management, the former being focused on the terms of trade between themselves and the co-operative, e.g. handling of prices and grading losses, the latter being focused on the strategic concerns of the plant, e.g. securing supply contracts, and maximising the plant’s throughput efficiency). In turn, interviewees also recognised a basic conflict of interest at the heart of the operation: “I mean the co-op’s principle is supposed to get the best possible return for its farmers… but there’s always a tension there. It’s a processing operation, and the price of the raw material into the processing operation is key to the success of that processing… So there’s a dilemma there where the machine of the co-op is trying to give the best possible price to the farmer, but also it needs to keep its cost of raw materials down to make sure it is attractive to the customer” (Interviewee 8). In terms of how the BoD deals with the disparity of interests, most interviewees identified that ‘communication’ between members and management could be improved, whilst also recognising the practical obstacles to achieving this, such as raising the motivation levels of both sides to engage more with each other, and finding ways to disseminate more detailed information the BoD’s discussions without compromising commercial confidentiality. Yet however much classic co-operative challenges are experienced in CC1, interviewees’ testimonies indicated considerable dedication and effort on the part of Board members to address difficulties and deal with members’ concerns, on an individual basis.

In summary therefore, the first finding from this case is that despite comprising only 20 members engaged overwhelmingly in a common activity, evidence points to the existence of heterogeneity in members’ interests and ambitions in CC1, which poses a challenge to the membership’s sense of unity and common purpose. In addition, the co-operative exhibits some classic ownership and control difficulties recognised in the literature, specifically in terms of a separation of interests and understanding between the membership and management. We reflect on these findings in terms of impact on MO in the Discussion.

Knowledge Types and Flows
Although overlooked in the literature on agricultural co-operatives, from the review we proposed that the forms and flows of knowledge generated and shared in co-operatives may be key factors to explain strategic orientation. Given the strong degree of MO exhibited in CC1, we sought to identify the key types of knowledge that existed, and how these are generated and shared between the members. Hence, in our second main area of questioning, we asked interviewees to talk about what they needed to know in order to work within the co-operative, where that learning comes from, and how it is used within the group. In practice, we identified three key types of knowledge raised by the interviewees: production-related, commercially-related, and co-operative-related.

The member interviewees spoke freely, and at first hand, about production-related knowledge, which was taken to denote everything members need to learn about the technical process of growing, harvesting and dispatching shellfish, from site selection and maintenance to the washing and grading that takes place prior to transport to the plant. The most striking finding was the remarkable extent to which production knowledge is experiential and informally gathered by CC1 members, rather than acquired formally through courses or training. Interviewees explained this was due to the fact that mussel growing (in particular) is a young and still highly specialised industry, having developed in the UK from very small origins in the late 1980s. Almost all members of CC1 started up their own sites from scratch, as an entrepreneurial move either from an unrelated line of work (e.g. construction), or a related sector (fishing, salmon farming). The process of knowledge acquisition was therefore portrayed as heavily dependent on trial and error (“we just use our knowledge and make it up as we go along. You just have to be good problem solvers” Interviewee 3), supported by proactive information gathering from ‘outsider’ networks in other countries (especially New Zealand). Interestingly, interviewees’ testimony was ambiguous about the degree of proactive sharing of production knowledge between CC1 members themselves. On the one hand, a plethora of ad-hoc bilateral exchanges is evident, along with sharing of techniques via the movement of seasonal staff between firms and sites. On the other hand, a certain amount of individual secrecy and rivalry was conveyed, and to date, the management has not provided a formal platform for exchange of growers’ knowledge (although a recent move to set up a growers’ forum of meetings, separate from the other business of the BoD meetings, could represent such an opportunity). In addition, following a fact-finding visit to another co-operative in a different sector, facilitated by a non-executive Board member expert on co-operative working, the BoD is also investigating appointing a technician who can work with the members to learn and share best practice in growing and harvesting, in order to improve yields and quality. Interviewees themselves identified that such an appointment would be less straightforward to make in their sector compared with others, because of the fact that current expertise resides overwhelmingly with the growers themselves, rather than with academic or commercial research bodies.

The second type of knowledge interviewees talked about was commercially-related knowledge, denoting everything the members and management needed to know in order for the co-operative, as a business entity, to compete successfully in the marketplace. Given that the starting point of this research was the exploration of MO in rural co-operatives, and the fact that CC1 exhibits a strong degree of MO, we had a particular interest in understanding what commercial knowledge was expressed by interviewees, and how it had been generated. From interviewees’ testimonies about the historic development of CC1, it quickly became clear that operational and marketing expertise resides overwhelmingly with the MD and his team, in other words, it was acquired through their appointments. Their expertise is considerable as it combines not only decades of experience managing similar operations in a corporate environment, but also previous experience, on the part of the MD, of working in a co-operative context too. With these appointments, the CC1 Board has therefore managed to secure the expertise necessary to build an effective customer-facing strategy, through individuals with experience of doing so within a co-operative model. Beyond this, interviewees’ testimonies relating to the last buy-out attempt by an investor indicated that the BoD underwent a steep learning curve in terms of management accounting and control systems. It was during this period that the non-executive director with corporate expertise helped the Board develop much tighter systems for monitoring the financial performance of the business, as well as a method for placing values on its different components. In the area of commercial knowledge therefore, acquisition from ‘outsiders’ has played an important role, although the strategic business skills of the current and previous chairmen should not be underplayed, as without these it is possible that the appointments, and associated expertise, would not have been made. In terms of how commercial knowledge was used and shared within CC1, we observed an interesting dynamic, whereby many members expressed positivity about this knowledge residing overwhelmingly with the management team at the plant. Apart from some misgivings about communication over strategy, it was perceived as advantageous that the management team shielded them from the responsibilities of commercial decision-making, allowing them to concentrate fully on production. However, this is not to say that members acquire no business or marketing knowledge as a result of being part of CC1. For example, all members are permitted to sell a proportion of their output into local direct sales, wholesale or other non-competing markets, an option that growth-oriented members in particular have taken advantage of, which gives an opportunity for them to develop and wield their own business and marketing skills. Furthermore, all members have the opportunity to visit the plant, discuss with the sales team, and they can also, of course, see their products in supermarket stores. Our sense is that, for those members who engage with such opportunities, commercial knowledge and skills are learned, even though they are not imparted in a formal way.

The third area of knowledge interviewees spoke of related to co-operative working itself, and denoted everything members needed to know in order to play an effective part in, or make a positive contribution to the co-operative’s business. We were interested in this form of knowledge for the current research because whilst the academic and commercial literature on MO and commercial expertise is abundant, literature on how to embed this expertise within a co-operative structure is much more sparse. In practice, our impression from the interviewees’ testimonies was that, even more so than the other two types, knowledge relating to co-operative working is highly tacit. The way in which the CC1 BoD has acquired it is similar to its acquisition of accounting and control systems knowledge: by appointing a non-executive Director with specialist expertise in the area to advise on systems, structures and practices that facilitate smooth co-operative working. In terms of how the members learn co-operative related knowledge, on the one hand, like production expertise, it appears to be acquired by members experientially, i.e. ‘on the job’. In the case of CC1, all aspiring new members must first apply to the BoD and then undergo a period of trial membership, at the end of which both the applicant and the BoD have the opportunity to decline to terminate the relationship (this system having been put in place on the advice of the non-executive Director).  The implication of this system is that it is only by experiencing the reality of working within a co-operative that an individual can truly learn what it involves: “[new members] have to learn accommodation. They have to learn they are part of a process and that there is give and take… it’s not a one-way ship” (Interviewee 10). However, a further dimension of co-operative knowledge, apparent from the interviewees’ testimonies, is that it also involves values: a particular mindset or world view which shapes an individual’s priorities and perceptions of their relationships and responsibilities to others: “It takes an intelligent grower, because you have to fight your instincts to want the best price and go out and get a better deal” (Interviewee 3). It may be argued that the trial membership system also has the purpose, and advantage, of allowing the BoD to identify the extent to which applicants’ values are aligned with the co-operative before they are offered full membership. A final finding in relation to co-operative knowledge was that members’ appreciation of what the co-operative model offers appears to be linked to their (negative) experiences of trading independently. That is, individuals who struggled in the past with independent trading and found it time-consuming and uncertain, expressed strong appreciation of the guaranteed trading position and greater certainty that comes with being a co-operative member. In contrast, those with less (negative) experience of independent trading perceived more advantages in that form. Our interpretation is that this disparity could become an issue in future, in connection with inter-generational handovers of management within member firms: sons or daughters of original long-term members, who have little experience of independent trading, may exhibit less commitment to the co-operative model than their parents. 

Discussion
The starting point for this study was the observation that policymakers are keen to encourage small firm collaboration in rural areas, specifically through MO strategies which harness place-based values. However, the agricultural co-operatives literature reinforces that co-operatives are a particularly challenging organisational form to manage for MO due to their structural and financial arrangements, whilst the business networks and rural entrepreneurship literatures indicate that the social fabric of rural areas poses further challenges to the adoption of MO. Following the perspectives of Granovetter (1985) and Häkansson and Ford (2002), this research has taken an interpretivist approach to the exploration of social relations and knowledge flows in rural co-operatives. Through our case study of a co-operative exhibiting a strong degree of MO, we have revealed the ways in which members and management relate to each other, the different types of knowledge that they have generated, and the extent to which these are shared between the members. In this section, we reflect on three things. First, we contemplate the fact that CC1 represents a contradiction to some arguments in the literature concerning the ability of small firm collaborations in rural areas to adopt an MO. What reasons may be offered to explain this? Leading on from this, we then reflect on the extent to which the nature of inter-firm relationships, and the forms and flows of knowledge, respectively, may explain the strategic orientation achieved in CC1.

In terms of the first reflection, studies in the business network and rural entrepreneurship literatures propose that rural areas may be prone to an ‘over-embeddedness’ effect, whereby the abundance of strong ties exhibited in rural areas can lead to insular preoccupations and loss of novel knowledge from an ‘outsider’ perspective. These conditions are antithetical to the development of MO in small firm collaborations. CC1 clearly stands in contrast to this argument, being a co-operative with a strong degree of MO yet with a membership based in some of the remotest areas in the country. How can this be explained? A first, perhaps most compelling, explanation is that CC1 has members dispersed across a wide geographic area, therefore the context is not one of a single community with one set of actors and a specific social dynamic existing between them. Indeed, interviewees themselves identified differences between the membership in terms of their geographic location, which tapped into disparities in terms of culture, infrastructure and business support. All these disparities could be thought of as fostering discrete social dynamics and inter-firm relationships in the different regions. To this extent, it may be argued that it is simply inappropriate to apply the over-embeddedness theory to the context of CC1. On the other hand, it should be noted that a large proportion of the membership of CC1 does belong to a clearly definable community (Shetland), and yet there was little to no evidence of an over-embeddedness effect amongst those members. One explanation for this could be that these members are connected to the wider network of CC1 and which hence draws them out of that dynamic. However, this explanation sits rather uneasily with the evidence that Shetland members represent a strong driving force for the co-operative as a whole, and some individuals have been amongst the largest and highest growth of all. Instead, we would concur with Atterton’s (2007) arguments relating to entrepreneurship in north east Scotland, that the social dynamics of rural areas are heterogenous in nature, and there are many factors which may explain why networks of small firms in some areas develop over-embeddedness while others do not. In the case of CC1, possible factors could be the relatively young and dynamic nature of the sector that the growers operate within, or it could be related to the wider cultural context of Shetland. Further exploration of these factors would be a useful avenue for further research.

Our second reflection involves contemplating the extent to which the nature of member and management relations in CC1 explains the strategic orientation achieved. From the agricultural co-operatives literature, one would logically expect CC1 to exhibit an homogenous membership with strong alignment of interests and ambitions, as heterogeneity is associated with greater levels of conflict in co-operatives, and greater difficulties in managing the structural and financial arrangements of the model. Somewhat unexpectedly therefore, we identified evidence of several key differences in the membership, which translated into disparities in their interests and ambitions. Moreover, we also identified the existence of classic co-operative structural issues in CC1, whereby a separation of interests and understanding existed between members and management. Why do these structural and profile characteristics not appear to thwart MO in this case? One explanation is that the calibre of the management team is high, and that although the membership expresses some concerns about direction, and does not fully understand the management’s job, members do genuinely value and appreciate what the management team does (facilitated by the premiums they receive, and the outcomes of the valuation exercise describe previously). An additional explanation is that although heterogeneity exists, management itself works hard to address members’ concerns and potential conflicts individually, a process helped by the fact that in absolute terms, the membership of CC1 is small, so it is possible for members and management to know each other personally. The BoD has also put in place representation and voting systems which aim to be scrupulously fair to different kinds of member. Hence, a combination of profile and managerial factors explain the strong degree of MO in CC1, notwithstanding the heterogeneity of the membership and structural issues.

Our third area of reflection relates to knowledge flows. Given the strong degree of MO exhibited in CC1, our expectation from the literature was that this co-operative would demonstrate considerable aptitude for generating and sharing different types of knowledge. In practice, we identified that CC1 has acquired substantial commercial expertise through the appointment of the current management team. As the team has been given considerable freedom to employ their expertise to pursue a growth strategy, we propose that the management team itself is a key contributory factor to explain the strong MO achieved in this case. Different business knowledge imparted by the relevant non-executive Director in the aftermath of the last buyout attempt further professionalised operations and also brought the MO strategy to members’ attention by raising their awareness of the value contributed by the management team. In contrast, we found that although production knowledge is heavily self-generated by members (with some help from outside sources), current levels of sharing are uncertain. Our sense is that an opportunity exists for the co-operative to do more on improving production knowledge, and that it has been overlooked in the management’s preoccupation with customer orientation. We contend that production knowledge is significant for MO because the quality of the physical product needs to match up to the promise made by the place-related brand. Furthermore, production efficiencies and quality improvements are ways that the membership (and the co-operative as a whole) may increase the value of its premiums. Finally, in terms of co-operative related knowledge, we observe that for management, learning has been supported by acquisition, through the inputs of the relevant non-executive Board member, whereas for members co-operative knowledge is learned through experience. The system of trial membership helps management to ‘screen’ prospective members in terms of their values and ambitions, which likely helps to reduce the levels of heterogeneity amongst those who become full members.

Conclusions and Recommendations
Having reflected on the extent to which inter-firm relations and knowledge flows explain the strategic orientation of CC1, the paper concludes with lessons this case offers more generally in terms of effective co-operative management and support. First, notwithstanding its strong commercial performance, CC1 exhibits tensions in relations between members and management, and self-acknowledged weaknesses in communication. To address these issues without compromising MO, we propose that CC1, and co-operatives in similar circumstances, could usefully improve the generation and sharing of production-related knowledge. Actions could include creating a neutral platform, or forum, for members to exchange ideas and experiences, and/or appointing advisors with specialist expertise to act as conduits for this exchange (both of which CC1 is currently pursuing). More ambitiously, co-operatives in these circumstances could investigate the possibilities for re-organising members’ production capabilities on a more collective basis, for example by encouraging members to specialise in activities best suited to the natural advantages of their sites, whether that be seed collection, nursery beds or growing to maturity, and then coordinating those activities across the membership to maximise overall quality and yield. In addition to contributing to commercial objectives, such actions may also have the benefit of offering new routes for members and management to connect with each other, thereby addressing problems raised by the structural features of the co-operative model. Support bodies may assist in these actions by helping to bring together co-operative managers with individuals responsible for research and development in academic and commercial agencies, to encourage a good fit between the research agendas of these institutions and the practical needs of co-operatives.

A second lesson that emerges from the current study relates to the particular management model embodied by the case co-operative. CC1 is example of a corporate management model, where a clear separation exists between the ownership of the co-operative (which resides in the membership) and its control (which resides with a professional, appointed, management team), and where non-executive members are permitted to sit on the BoD. In fact, this model is quite unique to northern Europe (Chaddad and Iliopoulos, 2013). Our preliminary analysis demonstrates that the corporate model facilitates generation of specialist knowledge in a sustained way: in CC1, non-executives imparted key commercial and co-operative-related areas of knowledge, which have contributed positively to the operations of the business. From this, a first recommendation would be that in future, co-operatives could usefully consider the corporate model as an option for structuring their businesses. At the same time, we would also add a caveat that positive results from the input of non-executives are highly dependent on the suitability and quality of those individuals, as well as the existence of a good fit between their motivations and the ambitions of the co-operative’s BoD and membership. To ensure these, members of co-operatives’ BoDs may require development of skills and experience, particularly if their experience as members prior to appointment to the BoD was heavily production-oriented. The role of support institutions may be important here, in providing training and networking opportunities to build the skill sets of BoDs.

In summary, whilst the policymakers’ vision of small firm collaboration in rural areas is appealing, the preliminary analysis from this study indicates that it is a challenging one to realise, even in cases where managers have succeeded in capturing the physical and symbolic values of members’ locations in a place brand. Our analysis identifies the range of issues facing managers as a result of the particular structural and financial arrangements of the co-operative model, and reveals how inter-firm relations and knowledge types and flows play their part in shaping managers’ operational and strategic decision-making.
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